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Saudi United Cooperative Insurance Company (Wala'a)

(A Saudi Joint Stock Company)

CHAIRMAN'S MESSAGE

Dear Shareholders,

| am pleased to present the Board of Directors Report of your
company for the year 2011. The Board of Directors had approved
the business plan targeting profit at the end of third year of
operation. As | mentioned in my message last year that 2011
would be a successful year for Wala’a, | am happy to inform you
that 2011 indeed was a successful year. As we complete the third
year of operation, we have been able to report a net profit of
SAR 4.6 million.

Saudi Arabian government is committed to the development
of the Kingdom and had approved substantial amounts in
its annual budget. This is being translated to huge business
opportunities within the Kingdom at a time world markets are

facing slowdown. The government is also making an effort to
increase the insurance penetration by bringing more people
under the umbrella of compulsory business. Insurance industry
will benefit from these initiatives and Wala'a is aiming to get a
fair share of this growing segment.

The Board of Directors is actively involved in giving strategic
direction to the Company through its committees, interacting
with the management team on implementation of the decisions.
Wala’a strives to be a fully compliant company and is making
efforts to implement best practices in all areas of operation.

Wala'a is fully committed to the development of human
resources. In 2011, more than 75% of the company’s required
employees took training on basic insurance principles. Training
is an ongoing program of the Company and is expected to reap
rich dividends on the investments in its human capital. Your
Company is making efforts to improve the Saudization which
stood at 52% at the end of 2011.

The Board of Directors is optimistic about the company’s growth
and success in the coming years.

Yours truly,
Sulaiman A. Alkadi
Chairman
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AcTING CEQ’s MESSAGE

Dear Shareholders,

The year 2011 has been an eventful year at Wala'a. The Saudi
insurance market has been witnessing stages of growth and
development. The top four companies have a combined
market share of 70% in terms of gross written premiums. New
companies are still getting a fair share of this growing market
although it is very challenging, especially for those who did not
transfer any portfolio like your company.

For the year 2011, we booked a gross written premium of SAR
279m, a growth of 27% over previous year. Prudent underwriting
and tight cost management resulted in achieving an operational
surplus of SAR 6m compared to a loss of SAR 6m last year. Net
surplus before Zakat and unrealized gain on investments is SAR
4.6m compared to a loss of SAR 6.9m last year.

You are requested to note that references made in this message
or other company reports may contain forward looking
statements which are based on current plans and assumptions
and the actual position might differ from those statements.

Our growth strategy for the next three years remains as outlined
in the five year plan drawn up during 2010. We aim to achieve
and maintain a balanced portfolio of motor, medical and general
lines. The business mix between retail and corporate business
is also a balanced one with corporate business accounting for

Saudi United Cooperative Insurance Company (Wala'a)

(A Saudi Joint Stock Company)

about 70% of the gross written premium. During the year under
review, we have opened three new branches and another five
branches will be opened soon. We have appointed three agents
during the year who have contributed up to 10% of the GWP
and is expected that they bring-in about 40% of our business
in 2012.

We enjoy an excellent rapport with all major brokers — both
international and local with 44% of the business coming
through brokers in 2011. While we continue to work closely
with the brokers, a lot of focus and thrust is given to expand our
direct business through hiring of new sales staff.

Training and development of staff members is one of the key
priorities of our company. More than 75% of the required
employees attended the training sessions on fundamental
principles and practice of insurance held at Al Khobar and
Jeddah. All employees who were required to pass the IFCE
examination as of 31 December 2011 have successfully passed
the exam. Employees are encouraged to join advanced courses in
Insurance for which the Company is willing to subsidize the cost.
Company is making efforts to improve the Saudization levels
year after year and as on 31 December 2011, the Saudization is
52%.

initiatives 2012
implementation of an advanced communication system which
will help to serve the customers better, implementation of ERP,
implementation of an Enterprise Risk Management framework

Major planned for the year include

and rating initiative.

| take this opportunity to thank all the stakeholders, business
partners and the Wala'a family members for their support,
contribution and hard work. Together we look forward to a
fruitful, rewarding and prosperous period ahead!

Yours truly,

Johnson Varughese V

Acting CEO &
Chief Financial Officer
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

1. Principal activities

The Company is involved in the cooperative insurance and reinsurance in the general and medical lines of business and related investment activities
only. Though the company is engaged in reinsurance inward business, it does not contribute materially to the turnover and the reported surplus of
the company.

The composition of activities between the general and medical lines of business is as follows:

2011 2010 SAR m
General Medical Total General Medical Total
Gross written premium 180.02 98.54 278.56 183.51 36.49 220.00
Earned premium 135.47 28.96 164.43 101.31 17.30 118.61
Net underwriting income / contribution 25.02 16.83 41.85 20.74 777 28.51
Less: Operating expenses (unallocated) (35.84) (34.79)
Surplus / (deficit) from insurance operations 6.01 (6.28)
2. Financial performance
2011 2010 2009 2007-08*
SARm SARmM SARmM SARmM

Insurance Operations

Direct Insurance Gross Written Premiums 278.56 220.00 142.92 -
Net Earned Premium 164.43 118.61 41.64 -
Reinsurance Commission 15.20 14.50 543 -
Other Income (Policy Fees) 0.31 0.08 0.08 -
Total Underwriting Revenue 179.94 13319 4715 -
Net incurred Claims including reserves (101.28) (76.40) (40.21) -
Policy Acquisition Costs (27.04) (20.58) (6.01) -
Excess of Loss Expense (5.99) (4.60) (5.98) -
Other Expenses (3.77) (310) (2.01) -
Total Underwriting Expenses (138.08) (104.68) (54.21) -
Net Underwriting Surplus /( Deficit) 41.86 28.52 (7.05) -
Salaries, General & Operating Expenses (35.85) (34.79) (18.69) -
Surplus / (Deficit) from Insurance Operations 6.01 (6.28) (25.75) -
Shareholders’ appropriation from Surplus (0.60) - - -
Net Result for the Period 5.41 (6.28) (25.75) -
Net Surplus from Insurance Operations Trfd to SH 5.41 (6.28) (25.75) -
Commission income from Bank Deposits 0.79 0.93 2.78 12.54
General & Administrative Expenses (1.62) (1.63) (212) (27.33)
Net Surplus / (Deficit) for the Period 4.58 (6.99) (25.09) (14.79)
Unrealized Gain/Loss (Investment in Share) 1.65 4.84 013 -
Zakat & Income Tax (1.88) (1.93) (1.87) (418)
Comprehensive Surplus / (deficit) for the Period 436 (4.07) (26.83) (18.97)
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

Statement of Financial Position
as at 31.December (SAR m)
2011 2010 2009 2008
Insura|.1ce Share Total Insura|.1ce Share Total Insura|.1ce Share Total Share
Operations | Holders Operations | Holders Operations | Holders Holders
Assets
Property and Equipment 2.32 - 2.32 2.54 - 2.54 2.40 - 2.40 1.43
Insurance Receivable 57.26 - 57.26 55.50 - 55.50 46.49 - 46.49 -
Reinsurer’s Share in Unearned Premium 74.89 - 74.89 30.92 - 30.92 30.41 - 30.41 -
Reinsurer’s Share of Outstanding Claims 2173 - 2173 18.39 - 18.39 2512 - 2512 -
Defferred Policy Acquisition Cost 13.76 - 13.76 13.55 - 13.55 6.21 - 6.21 -
Due from an Affiliates - - - - - - 0.86 - 0.86 -
Due from an Shareholders - - - 2.59 - 2.59 29.65 - 29.65 -
Prepaid Expenes & Other Assets 4.88 - 4.88 2.90 - 2.90 2.38 - 2.38 0.32
Accured Interest Income 011 0.76 0.87 0.02 0.67 0.69 - 0.84 0.84 2.81
Statutory Deposit - 20.00 20.00 - 20.00 20.00 - 20.00 20.00 20.00
Other Financial Assets - 51.40 51.40 - 49.69 49.69 - 34.35 34.35 0.80
Short term deposits - 40.00 40.00 - 40.00 40.00 - 65.00 65.00| 158.60
Due from Insurance Operations - 20.81 20.81 - - - - - - -
Cash & Cash Equivalents 13772 26.27 163.99 86.24 46.09 132.33 26.39 70.44 96.83 2.91
Total Assets 312.66 159.24 471.90 212.64 156.45 36910 169.89 | 190.63 | 360.53 186.87
Liabilities
Technical Reserves 21412 - 21412 169.24 - 169.24 125.90 - 125.90 -
Payables 67.47 - 67.47 34.72 - 34.72 40.29 - 40.29 -
End of Service Benefits 1.49 - 1.49 1.27 - 127 0.72 - 0.72 0.32
Accrued Expenses and other Liabilities 818 4.75 12.93 741 3.74 1115 2.98 6.78 9.76 5.52
Due to an affiliates - - - - - - - 29.65 29.65 -
Due to Insurance Operations - - - - 2.59 2.59 - - - -
Due to Shareholders' 20.81 - 20.81 - - - - - - -
Share of Surplus 0.60 - 0.60 - - - - - - -
Shareholders Equity - 154.49 154.49 - 15013 15013 - 154.20 154.20 181.03
Total Liabilities 312.66 159.24 471.90 212.64 | 156.45 369.10 169.89 | 190.63| 360.53 186.87

3. Significant Plans, decisions and future prospects

During the year under report, the Company signed agreements with three agents and this helped the company in widening the distribution network.
In addition, the company opened three branches in Al Khobar, Dammam and Qatif. Company intends to open five new branches at different parts
of the Kingdom during 2012. The agents are also planning to expand their distribution network. The management expects that with these initiatives,
the company would be able to secure a higher share of the retail, corporate and SME sector of the market. The IT system is being upgraded to cater
to the growth in volume.

The company is in the process of designing new retail and commercial products, and studying the feasibility of launching additional products in the
market. Management expects that, barring unforeseen circumstances, the company will be able to improvise its performance during the upcoming
year.

4. Risks faced by the Company

The Company has established a risk management framework to protect the Company from events that hinder the sustainable achievement of its
performance objectives, including failing to exploit opportunities.

The risks faced by the Company can be categorized as follows:

a) Financial risk: The Company’s principal financial instruments are receivables arising from insurance and reinsurance contracts, cash and cash
equivalents and advances for investments. The Company does not enter into derivative transactions.

T

Wala'a =lJg

9

Annual Report 2011



Saudi United Cooperative Insurance Company (Wala'a)

(A Saudi Joint Stock Company)

1)

2)

3)

4)

5)

6)

7)

Credit risk: The Company seeks to limit credit risk with respect to agents and brokers by setting credit period for individual agents and
brokers and monitoring outstanding receivables. The Company only enters into insurance and reinsurance contracts with recognized, credit
worthy third parties.

Liquidity risk: Liquidity requirements are monitored on a monthly basis and management ensures that sufficient liquid funds are available
to meet any commitments as they arise.

Market price risk: The Company limits market risk by maintaining a diversified portfolio and by monitoring developments in equity markets.
The Company does not have any significant market risk.

Commission rate risk: The Company limits commission rate risk by monitoring changes in commission rates in which its cash and
investments are denominated.

Foreign currency risk: The Company does not have any significant foreign currency risk.

Insurance risk: The Company only underwrites insurance business of a short tail nature such as motor, medical, property and others which
includes engineering, casualty cover, fire, accident, marine cargo risks. The Company’s insurance business is managed and priced at head
office level. The Company undertakes a quarterly review of their insurance risks of all line of business. The Executive Team monitors and
develops the management of insurance risk in the insurance business, and assesses the aggregate risk exposure. In order to minimize
financial exposure arising from large claims, the company, in the normal course of business, enters into contracts with other parties for
reinsurance purposes.

Capital management: Shareholders’ equity comprises share capital and accumulated losses. The company has not made any change in its
capital structure during the year.

b) Strategicrisk: Strategic risk is explicitly considered throughout strategic review and planning process. The company closely monitors regulatory,
legal and fiscal developments as well as actively engaging with external bodies to share the benefit of expertise in supporting responses to
emerging risks to challenge developments that could be damaging to business and the industry as a whole.

c) Operational risk: Significant resources are devoted to maintaining efficient and effective operations within company’s framework of corporate
responsibility, policies and business ethics code. The Company Executive Team oversees aggregate operational risk exposure and reports to the
Board. The Company has a full-time in-house internal audit team that oversees various controls, ensures adherence to policies and procedures.

d) Regulatory risk: The company management and compliance officer ensure compliance with all regulatory requirements and initiate timely
update for regulatory changes and enable the Company to remain compliant with regulatory changes.

5. Geographical operations

Company does not have any overseas subsidiaries and operates within the Kingdom of Saudi Arabia. Geographical details of Gross Written Premium
are given below (SAR in millions):

Gross written premium in KSA outside KSA Total
Year 2011 278.56 - 278.56
Year 2010 220.00 - 220.00
Year 2009 142.67 0.25 142.92

Regionwise distribution of

Gross written premium Eastern Central Western Total
Year 2011 164.00 54.23 60.35 278.56
Year 2010 173.62 18.88 2750 220.00
Year 2009 107.38 11.49 23.80 142.92

'y

H

<lg

—
=)

Annual Report 2011




Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

6. Material variations from previous year

There are no material variations from previous year other than on financial performance which is reported elsewhere in this report.

7.

The

Accounting Standards

company adheres to International Financial Reporting Standards (IFRS) and the relevant International Accounting Standards (IAS) in the

preparation of its financial statements, as required by the Saudi Arabian Monetary Agency (SAMA). It does not follow the accounting standards

generally followed in the Kingdom of Saudi Arabia. The external auditors have modified their audit report to include an emphasis of matter paragraph

addressing this issue.

8. Dividend Policy

The company adopts the requirements to distribute dividends as and when declared, as per its Articles of Association, summarized as follows:

Zakat & Income Tax money shall be set aside.

20% of a net profit shall be set aside to form the Statutory Reserve and the ordinary General Assembly may hold such action when the legal
reserve becomes equal to 100% of the Company’s capital.

The ordinary General Assembly, based on Board'’s recommendation, may set aside a portion of the annual net profit to form an additional reserve
for certain purpose(s) to be determined by the assembly.

Out of the above balance, the shareholders shall receive an amount representing the first payment which shall not be less than 5% of the paid
up capital.

The remaining amount shall be distributed as dividends or forwarded to the retained earning account.

The Company may distribute, based on a Board resolution, periodic profits to be deducted from the annual profits referred to in item (4) above
in accordance with the rules regulating this process to be issued by the competent authorities.

The Company shall immediately inform the Capital Market Authority of any resolutions or recommendations for distribution of profit. The
profits, so proposed for the distribution shall be paid to the shareholders at the place and time specified by the Board pursuant to the instructions
issued by the Ministry of Commerce & Industry and subject to SAMA written approval.

9. Interest, Options and Subscription rights

During the year 2011, details of interests, options and subscription rights of the issuer’s directors, senior executives and their spouses and minor

children in the Shares of the company or Debt Instruments are as follows:

or. Board member Shares beginning % at beg. Change % change Shares end % at end
of the year of the year of the year of the year
01 Sulaiman A. Al-Kadi 1,000 0.005% 0 0 1,000 0.005%
02 Abdullah M. Al-Othman 600,000 3% +1,000 0.17% 601,000 3.01%
03 Wasef S. A. Al-Jabsheh 2,100,000 10.5% 0 0 2,100,000 10.5%
04 Walid S. Al-Shoaibi 600,000 3% 0 0 600,000 3%
05 Khalid A. S. Al-Rajhi 600,000 3% 0 0 600,000 3%
06 Waleed M. Al-Jaafari 240,000 1.2% 0 0 240,000 1.2%
07 Abdulaziz S. Al-Rebdi 1,000 0.005% 0 0 1,000 0.005%
08 Sulaiman A. Al-Twaijri 1,000 0.005% 0 0 1,000 0.005%
09 Hassan E. Alkabbani 0 0 +1,000 0 1,000 0.005%

Senior Executives and their spouses and minor children have no interests, options, and subscriptions rights in the Shares or Debt Instruments of the

company.

Annual Report 2011
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

10. Significant Interest in a Class of Voting Shares

The following table provides information about significant interest in a class of voting shares held by persons (other than the Issuer’s Directors, senior
executives and their spouses and minor children)

Shares beginning | % at beg. Shares end % at end
Sr. Name Change % change
of the year of the year of the year of the year
01 Abdullah Mohd. Talib Al Hakeem 1,007,344 5.04% -296,294 -29.42% 711,050 3.55%

11. Borrowings, Issue / Redemption of Securities

The company has neither borrowed any funds nor issued or redeemed any securities during the year and does not have any outstanding convertible
and/or redeemable debt instruments, options, warrants or similar rights.

12. Related Party Transactions

Details of related party transactions are furnished below:

(SARm)
Non-Insurance Contracts Sale of Insurance Contracts | Purchase of reinsurance

2011 Directors and related parties - 2.973 -
Key management personnel 0.004

2010 Directors and related parties - 2.868 -
Key management personnel -

2009 Directors and related parties 0.040 8.970 0.250
Key management personnel 0.010

The company did not conduct any contract in which a director of the issuer, the CEO, the CFO or any associate is or was materially interested during

the year.

13. Statutory dues and payments

The company does not have any outstanding statutory dues as on 31 December 2011, except for the following:

(SARm)
2011 2010 2009
GOSI for December paid in January the following year 0128 0.126 0.070
Zakat and Tax: provision for 2011, due for payment upon filing 1.875 1.925 1.874
SAMA Supervision fee (provision for last quarter, paid in January) 0.746 0.251 -
During the year 2011, the Company has made following payments to various statutory agencies:
(SARm)
2011 2010 2009
Zakat, Income tax and Withholding tax 1.575 0.846 1.057
SAMA Supervision fee 0.861 0.751 0.698
GOSlI (social insurance) 1.001 0.808 0.423
Council of Cooperative Health Insurance fee 0.985 0.365 0.330
Ministry of Interior, Labour Office, Chamber of Commerce, SAGIA 0.379 0.260 0.170

—
N

Annual Report 2011




Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

14. Employees benefits

The Company did not make any investments or set up any reserves for the benefit of the employees.
15. Statements of affirmation

During the year,

- The Company has maintained proper books of accounts.

- The System of internal control is sound in design and has been effectively implemented.

- There are no significant doubts concerning the company ability to continue as a going concern.
16. Continuation of the External Auditors

The current external auditors are Deloitte & Touche and Ernst & Young. The Board of Directors did not recommend a change of the external auditors.
The external auditors, being eligible, have offered themselves for reappointment.

17. Corporate Governance

All applicable provisions of the CMA Corporate Governance Regulations were implemented during the year except the following:

1 Rights of shareholders in the article of association [Article#3 & 4 (a)]:

The article of association of the company does not include (a) the shareholders’ right to a share of the company’s assets upon liquidation. (b)
The right to supervise the Board of Directors activities, and file responsibility claims against Board members. (c) The right to inquire and have
access to information without prejudice to the company’s interests and in @ manner that does not contradict the Capital Market Law and the
Implementing Rules. However, it may be noted that the article of association of the insurance companies was prepared and enforced by SAMA.
Moreover, above mentioned rights are granted to the shareholders according to ministry of commerce and CMA regulations. The shareholders
approve the Board of Director report and discharge the directors from any liabilities in the annual general assembly. The appointment / ratification
of appointment of the board lies with the shareholders.

2. Accumulative voting method for nomination of board members [Article#6 (b)]:

The method of voting for nomination of the board members is not specified in the article of association formulated by SAMA. Therefore, the
board of directors applied the ordinary voting method since they have not adopted the accumulative voting method until now.

3. The company'’s social contributions in the stakeholders’ relationship policy [Article#10 (e/5)]:

The nature of cooperative insurance business itself is considered as social contribution since it provides protection to individuals and society’s
wealth from possible risks. Moreover, the company contributes to the society through applying the Saudization plan as per regulatory
requirements, including employment opportunities for female staff. The company has in place a very pro-active staff training policy that
encourages Saudi staff to pursue IFCE examinations, English language related courses and other academic programs. Wala'a coordinates with
leading universities of the Kingdom in the ‘Co-Op Training Program’ offering credit hours to the graduate students to obtain their qualifying
degrees. The company also has a policy to provide suitable employment opportunities to physically-challenged or those with special needs.

4. The term of office of Audit Comm. and Nomination & Remuneration Comm. members [Article#14 (b) & Article#15 (b)]:

The general assembly, based on the recommendation of the board of directors issued the rules of appointing the audit committee and nomination
& remuneration committee members and the procedures to be followed, but did not define the term of their office. However, the term of these
committees expire automatically at the end of the term of the board.
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Saudi United Cooperative Insurance Company (Wala'a)

(A Saudi Joint Stock Company)

18. Offices held by company’s directors in other joint stock companies

During the year, the Company’s Board members held offices in other joint stock companies as members of its board of directors as follows:

No. Name of Board Member Name of Companies

01 Sulaiman A. Al-Kadi + Saudi Electricity Company (SCECO)

« Basic Chemical Industries Co. (BCI)

+ Chemical Development Company - Closed company

+ Saudi Hollandi Bank
02 Abdullah M. Al-Othman + Takween Advanced Industries — Closed company
03 Wasef S. A. Al-Jabsheh * International General Insurance Co. Ltd. and associates
04 Walid S. Al-Shoaibi + Chemical Development Company - Closed company
05 Khalid A. S. Al-Rajhi + Bank Albilad

+ Saudi Cement Company

+ Saudi Telecom (STC)

+ Takween Advanced Industries — Closed company
06 Abdulaziz S. Al-Rebdi + Al-Othaim Markets Company

+ Obeikan Investment Group — Closed company

+ Obeikan Glass Company - Closed company

+ Takween Advanced Industries — Closed company
07 Sulaiman A. Al-Twaijri + Saudi Arabian Amiantit Co.

+ Takween Advanced Industries — Closed company

+ Chemical Development Company - Closed company
08 Waleed M. Al-Jaafri + Advanced Petrochemical Company

+ Golf Real Estate Company - Closed company

+ Tourism Company - Closed company
09 Hassan E. Alkabbani + None

19. Board of Directors and composition
Member Functional Duties Classification

01 Sulaiman A. Al-Kadi Chairman Independent
02 Abdullah M. Al-Othman Vice Chairman Executive
03 Wasef S. A. Al-Jabsheh Member Non-executive
04 Walid S. Al-Shoaibi Member Independent
05 Khalid A. S. Al-Rajhi Member Independent
06 Waleed M. Al-Jaafari Member Independent
07 Abdulaziz S. Al-Rebdi Member Independent
08 Sulaiman A. Al-Twaijri Member Independent
09 Hassan E. Alkabbani Member Independent
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

20. Board Committees

The Board of Directors is entrusted with effective management and control of the company. It gives strategic direction to achieve the company
objectives and monitors the performance through regular meetings held throughout the year.

The Board has appointed the following committees to ensure full control and effectiveness of the management:

i.  Executive Committee
ii.  Audit Committee
iii. Investment Committee

iv. Nomination and Remuneration Committee
Shariah Board: The Board has constituted a Shariah Board consisting of the following eminent scholars.

1. Sheikh Abdullah Bin Sulaiman Al Manee
2. Dr. Abdullah Al Musleh
3. Dr. Mohammad Bin Ali Alqeri

During the period of this report the Board held six meetings of which details including attendance are given below:

First Second Third Fourth Fifth Sixth
Member Meeting Meeting Meeting Meeting Meeting Meeting Total
221.2011 16.4.2011 14.5.2011 9.8.2011 9.10.2011 1812.2011

Sulaiman A. Al-Kadi v v v v v v 6
Yousuf A. H. Al-Gosaibi v v v v v ) .
(Resigned: 2311.2011)

Wasef S. A. Al-Jabsheh v X X 4 X v 3
Abdullah M. Al-Othman 4 v v v v v 6
Walid S. Al-Shoaibi v v v X v v 5
Khalid A. S. Al-Rajhi v v v v v v 6
Abdulaziz S. Al-Rebdi X v X v X 4 3
Sulaiman A. Al-Twaijri v v v v v v 6
Waleed M. Al-Jaafari 4 X v X X X 2
Hassan E. Alkabbani - v X v v v 4
(Joined: 8.3.2011)

(i) Executive Committee

The Executive Committee is entrusted with the responsibility to co-ordinate closely between the Executive Management of the Company and the
Board of Directors. The Committee meets regularly and oversees the activities of the Company and reports to the Board. During the period of this
report, the Committee met eight times and the details are given below:

Member Role No. of meetings Attended
Abdullah M. Al Othman Chairman of the Committee 8
Walid S. Al Shoaibi Member 7
Khalid A. S. Al-Rajhi Member 7
Wasef S. A. Al-Jabsheh Member 3
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

(i) Audit Committee

The Audit Committee meets at regular intervals to review the periodical financial statements, to review the internal auditors and external auditors’

reports and to ensure compliance with various statutory regulations. During the period of this report, the Committee met six times. The members of
the Committee and the details of the meetings held are given below:

Member Role No. of meetings Attended
Dr. Sulaiman Al Twaijri Chairman of the Committee 6
Walid Shukri
. Independent Member 4
(resigned on 09/08/2011)
Dr. Raed Al Hugail Independent Member 6

(iii) Investment Committee

The Board appointed an Investment Committee from amongst its members to give guidance for management of the Company’s funds. The committee

reviews the investment performance and ensures that the investment policy is being followed. The Committee met once during the period of this
report. The details of the Investment Committee are given below:

Member Role No. of meetings Attended
Khalid A. S. Al Rajhi Chairman of the Committee 1
Abdulaziz S. Al-Rebdi Member 1
Waleed M. Al-Jaafari Member 0

(iv) Nomination & Remuneration Committee

The Board has formed a Nomination and Remuneration Committee. The Committee makes recommendations to the Board in respect of persons to
serve as directors and the members of its committees, also observing & overseeing the performance of the members of the Board, and recommends
the remuneration payable to the Directors and Committees’ members as well as the CEO and Deputy CEO. The Committee reviews annually the
requirement of suitable skills for membership of the Board of Directors, prepares a description of the required capabilities and qualifications for such
membership, and defines the time that a Board member should reserve for the activities of the Board. Moreover, they review the structure of the
Board of Directors, determine the points of strength and weakness in the Board and ensure on an annual basis the independence of the independent

members and the absence of any conflict of interest. The Committee met once during the period. The details of the Nomination and Remuneration
committee are given below:

Member Role No. of meetings Attended
Sualiman A. Al Kadi Chairman of the Committee 1
Abdulaziz S. Al-Rebdi Member 1
Waleed M. Al-Jaafari Member 0
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21. Compensation paid to Directors and senior executives

(SAR m)
Paid / provided for 2011
Board Meetings Committee Meetings

Sulaiman A. Al-Kadi 0.018 0.012
Abdullah M. Al-Othman 0.018 0.011
Yousuf A. H. AlGhosaibi 0.015 -
Wasef S. A. Al-Jabsheh 0.009 0.005
Walid S. Al-Shoaibi 0.015 0.009
Khalid A. S. Al-Rajhi 0.018 0.009
Abdulaziz S. Al-Rebdi 0.009 0.016
Sulaiman A. Al-Twaijri 0.018 0.070
Walid M. Al Jaafari 0.006 -
Hassan Essam Al Kabbani 0.012 0.008
Total 0138 0140
Compensation to top five executives including CEO and CFO 2.702

There have been no arrangements or agreement under which any director or senior executive of the company has waived any emolument or
compensation.

22. Penalty / Preventive restriction

During the year 2011, a sum of SR 10,000 was paid to the Ministry of Labour towards penalty. The Company did not face any preventive restrictions
during the year under review.

23. Internal Control

The Board of Directors have formed an Audit Committee, the prime responsibility of which includes discharging the Board’s responsibilities in respect
of supervision of the company’s financial reporting and evaluating the adequacy and effectiveness of the company’s audit (both internal and external)
and risk management processes. The Committee Comprises of 3 members, 2 of whom are independent. The chairman is a non executive director of
the company. A total of 6 Audit Committee meetings were held’in 2011. The purposes of these meetings included, among others:

a. Review and approval of the interim and final results of the company

b.  Evaluating the adequacy and effectiveness of the internal and external audit functions.
c.  Evaluating the adequacy and effectiveness of the compliance department

d.  Assessing the effectiveness of the risk management practices and procedures.

The satisfactory annual audit of the financial statements provides insights into the effectiveness of the company’s internal control environment
and procedures and its risk management practices. In addition to that, the internal audit function of the company assists the Audit Committee
and consequently the Board of Directors in providing assurance that the Company’s internal control system is adequate and effective in mitigating
various risks faced by the company and hence ensuring that the objectives of the Company will be met. The internal audit department conducted a
number of audits during 2011 covering various areas of operations. The department reports the findings to the Audit Committee as a result of these
audits, together with management’s response. In addition, the progress towards the resolution of the audit findings is also reported periodically. The
department also presents separately the most significant findings, if any, as either part of the scheduled or specially arranged meetings.
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDERS OF SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA'A)

(A SAUDI JOINTSTOCK COMPANY)

SCOPE OF AUDIT:

We have audited the accompanying statement of financial position of Saudi United Cooperative Insurance Company (Wala’a) - A Saudi Joint Stock
Company (“ the Company”) as at 31 December 2011 and the related statements of insurance operations, shareholders’ operations, shareholders’
comprehensive operations, changes in shareholders’ equity, insurance operations’ cash flows and shareholders’ operations cash flows for the year
then ended and the notes which form an integral part of these financial statements.

These financial statements are the responsibility of the Company’s management and have been prepared by them in accordance with the provisions
of Article 123 of the Regulations for Companies and submitted to us together with all the information and explanations which we required. Our
responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with auditing standards
generally accepted in the Kingdom of Saudi Arabia. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable degree of assurance
to enable us to express an opinion on the financial statements.

UNQUALIFIED OPINION:

In our opinion, the financial statements taken as a whole:

i)  present fairly, in all material respects, the financial position of the Company as at 31 December 2011 and the results of its operations and its
cash flows for the year then ended in accordance with International Financial Reporting Standards.

ii) comply with the requirements of the Regulations for Companies and the Company’s bylaws in so far as they affect the preparation and
presentation of the financial statements.

EMPHASIS OF MATTER:

We draw attention to the fact that these financial statements are prepared in accordance with International Financial Reporting Standards and not in
accordance with accounting standards generally accepted in the Kingdom of Saudi Arabia.

Deloitte & Touche = ==
Bakr Abulkhair & Cg¢® 77

Ernst & Young

Lhe B 8 g A

£.P. A 'p.'ﬂ-

Delgirea & TowE r 0.

Sakr Abulichalt £
Nasser M. Al-Sagga :

Certified Public Accountant 22 Rabi' I, 1433H ertifi
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2011

INSURANCE OPERATIONS' ASSETS
Property and equipment

Insurance receivables

Reinsurance share of unearned premiums
Reinsurance share of outstanding claims
Deferred policy acquisition costs

Due from shareholders' operations
Accrued interest income

Prepaid expenses and other assets

Cash and cash equivalents

TOTAL INSURANCE OPERATIONS' ASSETS
SHAREHOLDERS' ASSETS

Statutory deposit

Other financial assets

Short term deposit

Accrued interest income

Due from insurance operations

Cash and cash equivalents

TOTAL SHAREHOLDERS' ASSETS

TOTAL ASSETS

Annual Report 2011

Note

8&10

9&10

12

13

14

15

12

2011 2010
SR SR

2,314,729 2,542,317
57,259,911 55,495,567
74,893,102 30,923,630
21,728,617 18,393,512
13,759,195 13,545,531
- 2,588,600
111,964 17,422
4,880,604 2,896,405
137,715,642 86,240,115
312,663,764 212,643,099
20,000,000 20,000,000
51,396,722 49,692,750
40,000,000 40,000,000
757940 674,388
20,808,921 -
26,272,575 46,085,399
159,236,158 156,452,537
471,899,922 369,095,636




Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION (Continued)

AS AT 31 DECEMBER 2011

INSURANCE OPERATIONS'’ LIABILITIES 201 2010

Note SR SR

Liabilities arising from insurance contracts:

Unearned premiums 8 137,803,035 104,454,642
Outstanding claims 9 71,458,288 58,049,270
Total liabilities arising from insurance contracts 209,261,323 162,503,912
End of service indemnities 16 1,490,883 1,274,310
Reinsurance payables 17 67,465,291 34,720,425
Unearned reinsurance commission 4,860,735 6,735,429
Accrued expenses and other liabilities 18 8,175,280 7,409,023
Due to shareholders' operations 20,808,921 -
Share of surplus 601,331 -
TOTAL INSURANCE OPERATIONS' LIABILITIES 312,663,764 212,643,099

SHAREHOLDERS' LIABILITIES AND EQUITY

SHAREHOLDERS' LIABILITIES

Accrued expenses and other liabilities 18 4,750,569 3,735,790
Due to insurance operations - 2,588,600
TOTAL SHAREHOLDERS' LIABILITIES 4,750,569 6,324,390
SHAREHOLDERS' EQUITY:

Share capital 19 200,000,000 200,000,000
Accumulated losses (52138,055) (54,841,525)
Revaluation reserve 6,623,644 4,969,672
TOTAL SHAREHOLDERS' EQUITY 154,485,589 150,128,147
TOTAL SHAREHOLDERS' LIABILITIES AND EQUITY 159,236,158 156,452,537
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 471,899,922 369,095,636
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

STATEMENT OF INSURANCE OPERATIONS

FOR THE YEAR ENDED 31 DECEMBER 2011

REVENUES

Gross written premium

Reinsurance ceded premiums

Net written premiums

Changes in unearned premiums

Net earned premiums

Reinsurance commission

Other underwriting income

TOTAL REVENUES

UNDERWRITING COSTS AND EXPENSES
Gross paid claims

Reinsurance share of claims paid

Net paid claims

Changes in outstanding claims

Net incurred claims

Policy acquisition costs

Excess of loss expenses

Other expenses

TOTAL UNDERWRITING COSTS AND EXPENSES
Net underwriting income

OPERATING EXPENSES

Operating and administrative salaries

General and administrative expenses
Commission income from bank deposits

TOTAL OPERATING EXPENSES, NET

Net surplus/ (deficit) from insurance operations
Insurance operations (surplus)/ deficit transferred to shareholders' operations

NET SURPLUS FROM INSURANCE OPERATIONS

Annual Report 2011

Notes

1 & 21

1 & 21

21

23

2011 2010
SR SR
278,560,419 219,997,528
(124,749,911) (67,873,528)
153,810,508 152,124,000
10,621,079 (33,512,086)
164,431,587 118,611,914
15,194,949 14,504,417
310,286 77276
179,936,822 133,193,607
116,107,416 96,825,253
(24,905,939) (32,282,855)
91,201,477 64,542,398
10,073,913 11,857,859
101,275,390 76,400,257
27,041,372 20,581,859
5,993,864 4,601,326
3,767,318 3,095,419
138,077,944 104,678,861
41,858,878 28,514,746
(21,176,147 (23,550,299)
(15,082,190) (11,487,338)
412,768 243,754
(35,845,563) (34,793,883)
6,013,315 (6,279,137)
(5,411,984) 6,279,137
601,331 -




Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS' OPERATIONS

FORTHE YEAR ENDED 31 DECEMBER 2011

Net surplus/ (deficit) transferred from insurance operations
Commission income from bank deposits

Commission income on held to maturity investments
General and administrative expenses

Net income/ (loss) for the year

Earnings/ (loss) per share

Weighted average number of outstanding shares

STATEMENT OF SHAREHOLDERS' COMPREHENSIVE OPERATIONS

FOR THE YEAR ENDED 31 DECEMBER 2011

Net income/ (loss) for the year

Net unrealised gain on available for sale investments
Zakat and income tax

Total comprehensive income/ (loss) for the year
Earnings/ (loss) per share

Weighted average number of outstanding shares

STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY

FORTHE YEAR ENDED 31 DECEMBER 2011

Balance at 1 January 2010

Net loss for the year

Net unrealised gain on available for sale investments
Zakat and income tax

Balance at 31 December 2010

Balance at 1 January 2011

Net income for the year

Net unrealised gain on available for sale investments
Zakat and income tax

Balance at 31 December 2011

20M 2010
Notes SR SR
5,411,984 (6,279,137)
601,176 783,015
188,500 142,949
23 (1,623193) (1,631,572)
4,578,467 (6,984,745)
27 0.23 (0.35)
20,000,000 20,000,000
2011 2010
Notes SR SR
4,578,467 (6,984,745)
1,653,972 4,840,381
22 (1,874,997) (1,925,176)
4,357,442 (4,069,540)
27 0.22 (0.20)
20,000,000 20,000,000
Share capital Accumulated Revaluation
losses reserve Total
SR SR SR SR

200,000,000 (45,931,604) 129,291 154,197,687
5 (6,984,745) 5 (6,984,745)
. - 4,840,381 4,840,381
- (1,925,176) - (1,925,176)
200,000,000 (54,841,525) 4,969,672 150,128,147
200,000,000 (54,841,525) 4,969,672 150,128,147
- 4,578,467 - 4,578,467
- - 1,653,972 1,653,972
- (1,874,997) - (1,874,997)
200,000,000 (52,138,055) 6,623,644 154,485,589
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Saudi United Cooperative Insurance Company (Wala'a)

(A Saudi Joint Stock Company)

STATEMENT OF INSURANCE OPERATIONS ' CASH FLOWS

FORTHE YEAR ENDED 31 DECEMBER 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Net surplus/ (deficit) from insurance operations
Adjustments for:

Depreciation

End of service indemnities, net

Loss on disposal of property and equipment

Changes in operating assets and liabilities:
Insurance receivables

Reinsurance share of unearned premiums
Reinsurance share of outstanding claims

Deferred policy acquisition costs

Accrued interest income

Prepaid expenses and other assets

Due from an affiliate

Reinsurance payables

Unearned premiums

Unearned reinsurance commission

Outstanding claims

Accrued expenses and other liabilities

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment

Proceeds from disposal of property and equipment
Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITY

Due from shareholders' operations

Net cash from financing activity

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at the beginning of the year

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

Annual Report 2011

Notes

12

2011 2010
SR SR
6,013,315 (6,279,137)
1,100,282 913,748

216,573 552,053

- 6,735

7,330,170 (4,806,601)
(1,764,344) (10,002,549)
(43,969,472) (517,334)
(3,335,105) 6,724,084
(213,664) (7.339,725)
(94,542) (17,422)
(1,984,199) (518,968)
- 856,050
32,744,866 (5,573,762)
33,348,393 34,029,420
(1,874,694) 4177189
13,409,018 5,133,775
766,257 5,433,560
34,362,684 27,577,717
(872,694) (1,069,442)

- 2,900

(872,694) (1,066,542)
17,985,537 33,343,130
17,985,537 33,343,130
51,475,527 59,854,305
86,240,115 26,385,810
137,715,642 86,240,115




Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDER'S OPERATIONS' CASH FLOWS

FORTHE YEAR ENDED 31 DECEMBER 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net income/ (loss) for the year

Adjustments for:

Commission income

Changes in operating assets and liabilities:

Due to insurance operations

Accrued expenses and other liabilities

Cash used in operations

Zakat paid

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Short term deposit

Movement in other financial assets

Commission income received

Net cash from investing activities

DECREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the year
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR
Non cash transactions:

- Net unrealised gain on available for sale investments

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2011

1 GENERAL

2011 2010
SR SR

4,578,467 (6,984,745)
(601,176) (783,015)
3,977,291 (7.767,760)
(23,397,521) (27,063,993)
55,480 (4125,332)
(19,364,750) (38,957,085)
(915,698) (847,285)
(20,280,448) (39,804,370)
- 25,000,000
(50,000) (10,500,000)
517,624 948,090
467,624 15,448,090
(19,812,824) (24,356,280)
46,085,399 70,441,679
26,272,575 46,085,399
1,653,972 4,840,381

The Saudi United Cooperative Insurance Company (“the Company”) is a Saudi Joint Stock Company established in Al Khobar, Kingdom of Saudi

Arabia and incorporated on 19 Jumada Il 1428H corresponding to 4 July 2007 under Commercial Registration No. 2051034982.

The purpose of the Company is to transact in cooperative insurance operations and all related activities.

The Company was granted the license (number TMN/16/2008) to practice general and medical insurance and re-insurance business from the
Saudi Arabian Monetary Agency (SAMA) on 28 Jumada Il 1429 H corresponding to 2 July 2008.

2 BASIS OF PREPARATION

The financial statements of the Company have been prepared in accordance with International Financial Reporting Standards (IFRS).

Use of estimates in the preparation of financial statements

Annual Report 2011
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Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

The financial statements in conformity with generally accepted accounting principles requires the use of estimates and judgments that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Although these estimates and judgments are based on management’s
best knowledge of current events and actions, actual results ultimately may differ from those estimates. Further details of the specific estimates
and judgments made by management are given in the accounting policy notes below.

3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The accounting policies adopted are consistent with those of the previous financial year, except for the following new and amended IFRS and IFRIC
interpretations effective as of 1 January 2011:

Standard Name of the standard Effective date
IFRS 1: Limited exemption from comparative IFRS 7 disclosures for first time adopters 1July 2010

IAS 24: Related party disclosure 1January 2011
IAS 32: Financial instruments 1 February 2010
IFRIC 14: Prepayment of a Minimum Funding Requirement 1January 2011
IFRIC 19: Extinguishing financial liabilities with equity instruments 1July 2010

Adoption of these revised standards and interpretations did not have any material effect on the financial performance or position of the Company.
They did, however, give rise to additional disclosures in some occasions.

Improvements to IFRSs
In May 2010 IASB issued its annual amendments to International Financial Reporting Standards (IFRSs) and the related Basis for Concluisons and
guidance made. The IASB uses the annaul improvements process to make neassary, but non urgent, amdenments to IFRSs that will not be included

as part of a major project. The amdendements primarily deal with a view to remove inconsistencies and clarify wording. The Company has adopted
the following amendments to standards as they come to effect for the reporting period beginning on 1 January 2011:

Standard Name of the standard Effective date

IFRS 7: Clarification of Disclosures T1July 2011

Amendments to other standards do not have any material impact to the financial statements of the Company.
Listed below are standards and interpretations that have been issued, but not yet effective as of 1 January 2011:

Standards issued, but not yet effective, up to the date of issuance of the Company’s financial statements are listed below. This listing is of standards

and interpretations issued, which the Company reasonably expects to be applicable at a future date. The Company intends to adopt the standards
when they become effective.

Standard Name of the standard Effective date
Amenments to IAS 19: Employee Benefits 1January 2013
Amenments to IAS 1: Presentation of Financial Statements 1]July 2012

IFRS 9: Financial Instruments Classification and measurement 1January 2013
IFRS 12: Disclosure of Interests in Other Entities 1January 2013
IFRS 13: Fair Value Measurement 1January 2013
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Accounting convention

The financial statements are prepared under the historical cost convention except for certain financial instruments which are measured at fair
value.

Functional currency
The financial statements are presented in Saudi Riyals, which is also the functional currency of the Company.
Revenue recognition

Premiums are taken into income over the terms of the policies to which they relate on a pro rata basis using the 1/365 method except for marine
insurance which is calculated based on last nine months premium. Unearned premiums represent the portion of premiums written relating to the
unexpired period of insurance coverage. The change in the provision for unearned premiums is taken to the “statement of insurance operations”,
over the period of risk.

Retained premiums and commission income in the current period, which relates to unexpired risks beyond the end of the financial period, are
reported as unearned based on mechanism identified above.

Commission income is recognised on an effective yield basis taking account of the principal outstanding and the commission rate applicable.
Basis of presentation

The Company maintains separate books of account for the insurance operations and shareholders. Income and expenses clearly attributable to
either activity are recorded in the respective accounts. The basis of allocation of expenses from joint operations is determined by the management
and approved by the Board of Directors.

Cash and cash equivalents

Cash and cash equivalents comprise cash and balances with banks and highly liquid investments with original maturities of three months or less
that are readily convertible to corresponding amounts of cash and which are subject to insignificant risk of changes in value. At 31 December
2011, cash and cash equivalents consist entirely of cash in hand, bank balances and term deposits.

Claims

Claims, comprising amounts payable to policy holders and third parties and related loss adjustment expenses, net of salvage and other recoveries,
are charged to the statement of insurance operations as incurred. Claims comprise the estimated amounts payable, in respect of claims reported
to the Company and those not reported at the statement of financial position date.

The Company generally estimates its claims based on previous experience. Independent loss adjusters normally estimate property claims. In
addition a provision based on actuarial valuation is maintained for the cost of settling claims incurred but not reported (IBNR) at the reporting
date. Any difference between the provisions at the reporting date and settlements and provisions for the following year is included in the
statement of insurance operations for that year.

The Company does not discount its liability for unpaid claims as substantially all claims are expected to be paid within one year of the reporting
date.

Policy acquisition costs

Commissions paid to intermediaries and other incremental direct costs incurred in relation to the acquisition and renewal of insurance contracts
are deferred. Deferred policy acquisition costs are subsequently amortised over the terms of the insurance contracts to which they relate as
premiums are earned.

Wala'a <lJg

27

Annual Report 2011



Wala'a <lJg

28

Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

The direct and indirect costs incurred during the financial period arising from the writing or renewing of insurance contracts are deferred to the
extent that these costs are recoverable out of future premiums. All other acquisition costs are recognised as an expense when incurred. Subsequent
to initial recognition, these costs are amortized on a pro-rata basis based on the term of expected future premiums, except for marine cargo where
the deferred portion shall be the cost incurred during the last quarter. Amortization is recorded in the statement of insurance operations.

Changes in the expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset are accounted for
by changing the amortization period and are treated as a change in accounting estimate.

An impairment review is performed at each reporting date or more frequently when an indication of impairment arises. When the recoverable
amounts are less than the carrying value an impairment loss is recognised in the statement of insurance operations. Deferred policy acquisition
cost is also considered in the liability adequacy test for each reporting period.

Liability adequacy test

At each reporting date, liability adequacy tests are performed to ensure the adequacy of the contracts liabilities net of related deferred policy
acquisition costs. In performing these tests, management uses current best estimates of future contractual cash flows and claims handling and
administration expenses. Any deficiency in the carrying amounts is immediately charged to the statement of insurance operations initially by
writing off the related deferred policy acquisition costs and by subsequently establishing a provision for losses arising from liability adequacy tests
(the un-expired risk provision).

Where the liability adequacy test requires the adoption of new best estimate assumptions, such assumptions (without margins for adverse
deviation) are used for the subsequent measurement of these liabilities.

Reinsurance

In the ordinary course of business, the Company cedes insurance premium and risk. Such reinsurance arrangements provide for greater
diversification of business, allows management to control exposure to potential losses arising from large risks, and provide additional capacity for
growth. A significant portion of the reinsurance is affected under treaty, facultative and excess of loss reinsurance contracts. An asset or liability is
recorded in the insurance operations’ statement of financial position representing premiums due to or payments due from reinsurers and the share
of losses recoverable from reinsurers. Amounts receivable from reinsurance is estimated in a manner consistent with the claim liability associated
with the insured parties.

Animpairment review is performed at each reporting date or more frequently when an indication of impairment arises during the reporting period.
Impairment occurs when objective evidence exists that the Company may not recover outstanding amounts under the terms of the contract and
when the impact on the amounts that the Company will receive from the reinsurer can be measured reliably. The impairment loss is recorded in
the statement of insurance operations.

Foreign currencies

Transactions in foreign currencies are recorded at the exchange rate in effect at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the rate of exchange ruling at the reporting date. All differences are taken to the statement
of insurance and/or shareholders’ operations.

Provisions for obligations

Provisions are recognised when the Company has a legal or constructive obligation as a result of a past event, and it is probable that an outflow
of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation.

Property and equipment

Property and equipment is stated at cost less accumulated depreciation and any impairment in value. Depreciation is calculated on a straight line
basis over the estimated useful lives of the assets.
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Impairment of assets

At each reporting date, the Company reviews the carrying amounts of its property and equipment to determine whether there is any indication
that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset, the
Company estimates the recoverable amount of the cash generating unit to which the asset belongs.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset
(cash-generating unit) is reduced to its recoverable amount. Impairment losses are recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate of
its recoverable amount, so that the increased carrying does not exceed the carrying amount that would have been determined had no impairment
loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised as income immediately.

Employees’ end-of-service indemnities

Employees’ end-of-service indemnities are accrued currently and are payable as a lump sum to all employees under the terms and conditions
of Saudi Arabian Labour Regulations on termination of their employment contracts. The liability is calculated as the current value of the vested
benefits to which the employee is entitled, should the employee be terminated at the balance sheet date. End of service payments are based on
employees’ final salaries and allowances and their cumulative years of service, as stipulated by the Saudi Arabian Labour Regulations.

Receivables

Receivables are recognised when due and measured on initial recognition at the fair value of the considerations received or receivable. The carrying
value of premiums receivables is reviewed for impairment whenever events or circumstances indicate that the carrying amount may not be
recoverable, with the impairment loss recorded in the statement of insurance operations. Premiums receivables are derecognised when the de
recognition criteria for financial assets have been met.

Premiums receivable represents premiums written for polices issued on credit, which are outstanding at the reporting date, less an allowance for
amounts estimated to be uncollectable.

Impairment and uncollectibility of financial assets

An assessment is made at each reporting date to determine whether there is objective evidence that a financial asset or group of financial assets
may be impaired. If such evidence exists, any impairment loss is recognised in the statements of insurance operations or shareholders’ operations.
Impairment is determined as follows:

For assets carried at fair value, impairment is the difference between the cost and fair value.

For assets carried at cost, impairment is the difference between the cost and the present value of future cash flows discounted at the current
market rate of return for a similar financial asset.

For assets carried at amortized cost, impairment is based on estimated cash flows that are discounted at the original effective commission rate.
Zakat and income tax

The Company is subject to zakat and income tax on behalf of the Saudi and foreign shareholders, respectively, in accordance with the regulations
of the Department of Zakat and Income Tax. Zakat and income tax is accrued and charged to the statement of changes in shareholders’ equity.
The zakat charge is computed on the Saudi shareholders’/GCC Nationals' share of the zakat base.

Income tax is computed on the foreign shareholder’s share of adjusted net income. Any difference in the estimate is recorded when the final
assessment is approved, at which time the provision is cleared.
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Annual Report 2011

<Jg

29



Wala'a <lJg

30

Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

Segment reporting

A segment is a distinguishable component of the Company that is engaged in providing products or services (a business segment), which is subject
to risk and rewards that are different from those of other segments. For management purposes, the Company is organized into business units
based on their products and services and has three reportable segments as follows:

Medical insurance provides coverage for health insurance.

Motor insurance provides coverage for vehicles’ insurance.

Property insurance provides coverage for property insurance.

General insurance provides coverage for engineering, fire, marine and other general insurance.

Segment performance is evaluated based on profit or loss which, in certain respects, is measured differently from profit or loss in the financial
statements.

No inter-segment transactions occurred during the period. If any transaction was to occur, transfer prices between business segments are set on
an arm’s length basis in a manner similar to transactions with third parties.

Product classification
Insurance contract

Insurance contracts are those contracts when the Company (the insurer) has accepted significant insurance risk from another party (the
policyholders) by agreeing to compensate the policyholders if a specified uncertain future event (the insured event) adversely affects the
policyholders. As a general guideline, the Company determines whether it has significant insurance risk, by comparing benefits paid with benefits
payable if the insured event did not occur.

Investment contracts

Investment contracts are those contracts that transfer significant financial risk. Financial risk is the risk of a possible future change in one or more
of a specified interest rate, security price, commodity price, foreign exchange rate, index of price or rates, a credit rating or credit index or the
other variable.

Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of its lifetime, even if the insurance
risk reduces significantly during this period, unless all rights and obligations are extinguished or expired.

Investment contracts can however be reclassified as insurance contracts after inception if insurance risk becomes significant.

Investments and other financial assets
Financial assets

Financial assets are classified as either investments at fair value through statement of operations, investments available for sale or investments
held to maturity or loans and advances, as appropriate. When financial assets are recognised initially, they are measured at fair value, plus, in the
case of investments not at fair value through statement of income, directly attributable transaction costs.

The Company determines that classification of its investments upon initial recognition and, where allowed and appropriate, re-evaluates this
designation at each financial year end.

All regular way purchases and sales of investments are recognised on the trade date, which is the date that the Company commits to purchase the
asset. Regular way purchase or sales are purchases or sales of financial assets that require delivery of assets within the period generally established
by regulation or convention in the marketplace.
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Investments available for sale

After initial recognition investments available for sale are measured at fair value with gains and losses being recognised in the statement of
shareholders’ comprehensive operations until the investment is derecognised or until the investment is determined to be impaired at which time
the cumulative gain and loss previously reported in equity is recognised in the statement of shareholders’ operations. Investments whose fair
value cannot be reliably measured are carried at cost less impairment losses, if any.

Investments held to maturity

Investments held to maturity are non-derivative financial assets which carry fixed or determinable payments and fixed maturities and which the
Company has the positive intention and ability to hold to maturity. After initial measurement, held to maturity investments are measured at
amortized cost. This cost is computed as the amount initially recognised minus principal repayments, plus or minus the cumulative amortization
using the effective interest method of any difference between the initially recognised amount and the maturity amount, less allowance for
impairment. This calculation includes all fees and points paid or received between parties to the contract that are an integral part of the effective
interest rate, transaction costs and all other premiums and discounts. Gains and losses are recognised in the statement of shareholders’ operations
when the investments are derecognised or impaired, as well as through the amortisation process.

Loans and advances

Loans and advances are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. After initial
measurement, such financial assets are subsequently measured at amortised cost using the effective interest rate method (EIR), less impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fee or cost that are an integral part of the EIR. The
EIR amortisation is included in finance income in the statement of shareholders’ operations. The losses arising from impairment are recognised in
the statement of shareholders’ operations in finance costs.

Fair value

The fair value of investments that are actively traded in organized financial markets is determined by reference to quoted market bid prices at the
close of business on the reporting date.

For investments where there is no active market, fair value is determined using valuation techniques. Such techniques include using recent arm’s
length market transactions; reference to the current market value of another instrument, which is substantially the same; discounted cash flow
analysis or other valuation models.

Financial liabilities

Financial liabilities, insurance, reinsurance payable and other payables are recognised initially at fair value.

De-recognition of financial assets and liabilities

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised when:
a) The rights to receive cash flows from the asset have expired;

b) The Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without material
delay to a third party under a ‘pass through’ arrangement; or

c) The Company has transferred its rights to receive cash flows from the asset and either has transferred substantially all the risks and rewards

of the asset, or has neither transferred nor/retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.
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Where the Company has transferred its rights to receive cash flows from an asset and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of the Company’s continuing involvement
in the asset Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Company could be required to repay.

Financial liabilities

Financial liabilities, insurance, reinsurance payable and other payables are derecognised when the obligation under the liability is discharged,
cancelled or expired.

When the existing liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a de recognition of the original liability and the recognition of a new liability,
and the difference in the respective carrying amounts is recognised in the statement of insurance operations.

Fair values

Fair values of commission bearing items are estimated based on discounted cash flows using commission for instruments with similar terms and
risk characteristics.

Accounts payable and accruals

Liabilities are recognised for amounts to be paid in the future for goods when risks and rewards associated with such goods are transferred to the
Company or when services are received, whether or not billed to the Company.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the statement of financial position only when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or to realize the assets and settle the liability
simultaneously. Income and expense is not offset in the statement of insurance and shareholder’s operations unless required or permitted by an
accounting standard or interpretation.

Leases

Operating lease payments are recognised as an expense in the statement of insurance operations on a straight-line basis over the lease term.
5 SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the Company’s financial statements requires management to make estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities and the disclosure of contingent liabilities, at the reporting date. However, uncertainty
about these estimates and assumptions could result in an outcome that could require a material adjustment to the carrying amount of the asset
or liability affected in the future.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a significant risk of
causing a material adjustment to the carrying amounts of the assets and liabilities within the next financial year are discussed below.
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The ultimate liability arising from claims made under insurance contracts

The estimation of the ultimate liability arising from claims made under insurance contracts is the Company’s most critical accounting estimate.
There are several sources of uncertainty that needed to be considered in estimating the liability that the Company will ultimately pay for such
claims. The provision for claims incurred but not reported (IBNR) is an estimation of claims which are expected to be reported subsequent to
the reporting date, for which the insured event has occurred prior to the reporting date. The primary technique adopted by the management in
estimating the cost of notified and IBNR claims, is based on actuarial valuation.

Claims requiring court or arbitration decisions are estimated individually. Independent loss adjusters normally estimate property claims.
Management reviews its provisions for claims incurred, and claims incurred but not reported, on a quarterly basis.

Impairment losses on receivables

The Company assesses receivables that are individually significant and receivables included in a group of financial assets with similar credit risk
characteristics for impairment. Receivables that are individually assessed for impairment and for which an impairment loss is or continues to be
recognised are not included in a collective assessment of impairment. This assessment of impairment requires judgment. In making this judgment,

the Company evaluates credit risk characteristics that consider past-due status being indicative of the ability to pay all amounts due as per
contractual terms.

Policy acquisition costs

Certain acquisition costs related to the sale of new policies are recorded as deferred acquisition costs and are amortized in the statement of
insurance operations over the related period of policy coverage. If the assumptions relating to future profitability of these policies are not realised,

the amortization of these costs could be accelerated and this may also require additional impairment write-offs in the statement of insurance
operations.
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6 PROPERTY AND EQUIPMENT

The estimated useful lives of the assets for the calculation of depreciation are as follows:

Computer equipment & software

Furniture, fixture and office equipment

Vehicles

a) Insurance Operations

Cost:

1January 2011
Additions

At 31 December 2011
Depreciation:
1January 2011
Charge for the year
At 31 December 2011
Net book value:

31 December 2011

Cost:

1January 2010
Additions

Disposals

At 31 December 2010
Depreciation:
1January 2010
Charge for the year
Disposals

At 31 December 2010
Net book value:

At 31 December 2010

b)

During the year, there were no property and equipment in shareholders’ operations ( 2010: same ).
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Years

4

5

4

Computer equipment Furniture, fixture &
& software office equipment Vehicles Total 2011
SR SR SR SR
2,260,705 2,070,172 155,350 4,486,227
293,357 559,337 20,000 872,694
2,554,062 2,629,509 175,350 5,358,921
976,588 907,118 60,204 1,943,910
583,339 475,515 41,428 1,100,282
1,559,927 1,382,633 101,632 3,044,192
994,135 1,246,876 73,718 2,314,729
Computer equipment Furniture, fixture &
& software office equipment Vehicles Total 2010
SR SR SR SR

1,584,457 1,788,431 67,350 3,440,238
676,248 305,194 88,000 1,069,442
- (23,453) - (23,453)
2,260,705 2,070,172 155,350 4,486,227
484,695 536,773 22,512 1,043,980
491,893 384,163 37,692 913,748
- (13,818) - (13,818)
976,588 907,118 60,204 1,943,910
1,284,117 1,163,054 95,146 2,542,317

Shareholders’ operations



7

Premiums receivable

INSURANCE RECEIVABLES

Insurance and reinsurance companies

Allowance for doubtful debts

Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

201 2010
SR SR
66,242,999 54,230,193
1135,052 4,246,786
(10,118,140) (2,981,412)
57,259,911 55,495,567

All of the above amounts are due within twelve months of the reporting date. Amounts due from reinsurers are normally settled on a quarterly basis.

Movement in allowance for doubtful debts was as follows:

At the begining of the year

Provided during the year (note 23)

At the end of the year

201 2010
SR SR
2,981,412 1,000,000
7136,728 1,981,412
10,118,140 2,981,412

At 31 December 2011, the aging of receivables arising from insurance and reinsurance contracts is as follows (amounts in Saudi Riyals):

Insurance Premium receivable:

Past due but not impaired

Neither
impaired nor More than
Total past due 30 days 31-60 days 61-120 days | 121-180 days | 181-360 days 360 days
201 66,242,999 12,495,446 13,056,958 14,550,865 10,625,448 5,299,555 6,900,090 3,314,637
2010 54,230,193 15,094,521 6,537,272 9,354,748 10,652,146 7,266,650 4,204,452 1,120,404
Insurance and Re-insurance receivable:
Past due but not impaired
Neither
impaired nor More than
Total past due 30 days 31-60 days 61-120 days | 121-180 days | 181-360 days 360 days
2011 1,135,052 - - - 156,023 97,720 503,265 378,044
2010 4,246,786 - 276,193 802,723 339,157 215,746 2,282,330 330,637

Unimpaired receivables are expected to be fully recoverable. It is not the practice of the Company to obtain collateral over receivables.

Wala'a
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8 UNEARNED PREMIUMS

Unearned premiums

Reinsurers' share of unearned premiums

2011 2010
SR SR
137,803,035 104,454,642
(74,893,102) (30,923,630)
62,909,933 73,531,012

9 MOVEMENT IN INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS

Claims:

At the beginning of the year

Insurance claims settled during the year
Outstanding claims at the end of the year

Claims incurred

Analysis of outstanding claims:
At 31 December:

At the beginning of the year
Reported claims

Claims incurred but not reported

Changes in outstanding claims

20M 2010
Gross Reinsurers' Net Gross Reinsurers' Net
share share
SR SR SR SR SR SR
(58,049,270) 18,393,512  (39,655,758) (52,915,495) 25117596 (27,797,899)
116,107,416 (24,905,939) 91,201,477 96,825,253  (32,282,855) 64,542,398
71,458,288 (21,728,617) 49,729,671 58,049,270  (18,393,512) 39,655,758
129,516,434 (28,241,044) 101,275,390 101,959,028  (25,558,771) 76,400,257
(58,049,270) 18393512 (39,655,758) (52,915,495) 25117596  (27,797,899)
46,500,443 (21,728,617) 24,771,826 36,370,064  (18,393,512) 17,976,552
24,957,845 - 24,957,845 21,679,206 - 21,679,206
13,409,018 (3,335,105) 10,073,913 533,775 6,724,084 11,857,859
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10 REINSURANCE CONTRACT ASSETS AND INSURANCE CONTRACT LIABILITIES

As at 31 December 2011 Medical Motor Property Others Total
SR SR SR SR SR

Gross:

Insurance contract liabilities

Claims reported unsettled 4,600,255 13,762,704 8,988,657 19,148,827 46,500,443
Claims incurred but not reported 4,232,340 14,829,347 801,068 5,095,090 24,957,845
Unearned premiums 66,056,780 20,927,627 7,757,742 43,060,886 137,803,035
Total insurance contract liabilities 74,889,375 49,519,678 17,547,467 67,304,803 209,261,323
Recoverable from reinsurers
Outstanding claims 2,302,188 359,046 7,623,306 11,444,077 21,728,617
Unearned premiums 32,500,263 - 7,739,543 34,653,296 74,893,102
Total reinsurers' share of insurance liabilities 34,802,451 359,046 15,362,849 46,097,373 96,621,719
Net:
Outstanding claims 2,298,067 13,403,658 1,365,351 7,704,750 24,771,826
Claims incurred but not reported 4,232,340 14,829,347 801,068 5,095,090 24,957,845
Unearned premiums 33,556,517 20,927,627 18,199 8,407,590 62,909,933

40,086,924 49,160,632 2,184,618 21,207,430 112,639,604
As at 31 December 2010 Medical Motor Property Others Total

SR SR SR SR SR

Gross:

Insurance contract liabilities

Claims reported unsettled 1,048,446 12,283,568 11,294,694 11,743,356 36,370,064
Claims incurred but not reported 3,994,368 12,641,809 978,914 4,064,115 21,679,206
Unearned premium 16,858,842 57,148,268 6,187,000 24,260,532 104,454,642
Total insurance contract liabilities 21,901,656 82,073,645 18,460,608 40,068,003 162,503,912

Recoverable from reinsurers

Outstanding claims 776,516 344,582 9,054,384 8,218,030 18,393,512
Unearned premium 7,948,180 = 6,062,132 16,913,318 30,923,630
Total reinsurers' share of insurance liabilities 8,724,696 344,582 15,116,516 25131,348 49,317,142
Net:
Outstanding claims 271,930 11,938,986 2,240,310 3,525,326 17,976,552
Claims incurred but not reported 3,994,368 12,641,809 978,914 4,064,115 21,679,206
Unearned premium 8,910,662 57,148,268 124,868 7347214 73,531,012
13,176,960 81,729,063 3,344,092 14,936,655 113,186,770
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11 RELATED PARTY TRANSACTIONS AND BALANCES

Related parties represent, major shareholders, directors and entities controlled, jointly or significantly influenced by such parties. Pricing policies and

terms of these transactions are approved by the Company’s management.

The following table provides the total amount of transactions which have been entered into with related parties for the relevant financial year.

Sales of
. Amounts owed Amounts owed
insurance . .
by related parties | to related parties
contracts
SR SR SR
201 2,972,976 146,753 46,770
Directors & related parties
2010 2,868,799 315,232 314,149
¢ : 201 4,089 - -
ey management personne
Y & P 2010 - - -
201 - 470,358 -
Due from/to an affiliate
2010 - - 2,963,439

Transactions with related parties are made at normal market prices. When market prices cannot be determined book values are used. Outstanding
balances at year end are unsecured and settlement occurs as per payment terms. There have been no guarantees provided or received for any related

party receivables.

For the years ended 31 December 2011 and 2010, the Company has not raised any allowance for doubtful debts relating to amount owed by related

parties as management is confident regarding recoverability of relevant balances.

Compensation of key management personnel of the Company:

Short term benefits

Employees' end of service indemnity
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2,375,161 3,921,844
327,206 389,002
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12 CASH AND CASH EQUIVALENTS

a) Insurance operations:

2011 2010
SR SR
Cash on hand 34,883 31,987
Cash at banks 37,616,759 20,764,739
Short term deposits 100,064,000 65,443,389
Cash and cash equivalents 137,715,642 86,240,115
b) Shareholders’ operations:
2011 2010
SR SR
Cash at banks 839,063 834,098
Short term deposit 25,433,512 45,251,301
Cash and cash equivalents 26,272,575 46,085,399

Bank accounts are placed with counterparties who have investment grade rating.

13 STATUTORY DEPOSIT

The statutory deposit represents 10% of the paid up share capital which is'maintained in accordance with the implementing guidelines on the Law on
Supervision of Co-operative Insurance Companies. This statutory deposit can not be withdrawn without the consent of SAMA.

14 OTHER FINANCIAL ASSETS

The Company'’s other financial assets are summarized by categories as follows:

20M 2010
SR SR
Held to maturity 6,500,000 6,500,000
Available-for-sale (in quoted securities) 42,423,644 40,769,672
Advances towards investments 2,473,078 2,423,078
51,396,722 49,692,750
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The following table compares fair values of financial assets identified above to their carrying values:

201 2010
Carrying value Fair value Carrying value Fair value
SR SR SR SR
Held to maturity 6,500,000 6,500,000 6,500,000 6,500,000
Available-for-sale (in quoted securities) 42,423,644 42,423,644 40,769,672 40,769,672
Advances towards investments 2,473,078 2,473,078 2,423,078 2,423,078
51,396,722 51,396,722 49,692,750 49,692,750
a) Held-to-maturity
2011 2010
SR SR
Fair value
Debt securities 6,500,000 6,500,000
Amortised cost
Debt securities 6,500,000 6,500,000
b) Available-for-sale
201 2010
SR SR
Equity securities 42,423,644 40,769,672
¢) Advances towards investments
201 2010
SR SR
Advances towards investments 1,923,078 1,923,078
Loans and receivable 550,000 500,000
2,473,078 2,423,078
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Investment held to maturity represents fixed rate bonds that are traded in an interbank market within Saudi Arabia and values are determined
according to such market, when available, or through an appropriate pricing model. These fixed rate bonds are with a maturity period of 10 years
(callable after 5 years-December 2014). Management believes that fair value of these investments approximates the carrying value.

Available for sale represents investments in quoted securities in domestic market. Information for this managed fund is usually restricted to periodic
investment performance reports from the investment managers. Management has performed a review of its investment in managed fund to assess
whether impairment has occurred in the value of its investment and based on specific information available in respect of this fund and its operations,
management is of the view that investment in the managed fund has not suffered any impairment.

Advances towards investments represents amounts paid against the percentage of proposed/issued capital for companies which are either newly
formed or are currently under development. For companies under formation stage, these advances will be settled against the Company’s share in
these companies whenever the legal formalities of establishing them will be completed.

15 SHORT TERM DEPOSITS

The time deposits which are denominated in Saudi Riyals, are made for varying periods between 3 months and 12 months depending on the cash
requirements of the Company, and earn interest at an effective commission rate of 0.83% at 31 December 2011 (31 December 2010: 0.77%). Short
term deposits are placed with counterparties who have investment grade rating.

16 END OF SERVICE INDEMNITIES

a) Insurance operations:

2011 2010
SR SR
January 1, 1,274,310 722,257
Provision for the year 726,923 744,283
Utilization of provision (510,350) (192,230)
December 31, 1,490,883 1,274,310
b) Shareholders’ operations:
During the year, there were no end of service indemnities in the shareholders’ operations ( 2010: same ).
17 REINSURANCE PAYABLE
2011 2010
SR SR
Reinsurance companies 52,450,505 30,085,902
Other payables 15,014,786 4,634,523
67,465,291 34,720,425
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18 ACCRUED EXPENSES AND OTHER LIABILITIES

a) Insurance operations:

2011 2010
SR SR
Accrued expenses 7,902,311 4,345,584
Other payables - 100,000
Due to an affiliate 272,969 2,963,439
8,175,280 7,409,023
b) Shareholders’ operations:
2011 2010
SR SR
Accrued expenses 229,000 300,000
Zakat 3,911,666 2,952,367
Other payables 609,903 483,423
4,750,569 3,735,790

19 SHARE CAPITAL

The authorized, issued and paid up share capital of the Company is SR 200 million at the year end consisting of 20 million shares of SR 10 each.

20 STATUTORY RESERVE

In accordance with Regulations for Companies in Saudi Arabia and the Articles of Association of the Company, the Company shall allocate 20% of the
shareholders’ income each year until the reserve equals 100% of the paid capital. In view of the accumulated losses, no such transfer has been made
for the years ended 31 December 2011 and 2010.
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21 NET EARNED PREMIUMS

2011 2010
SR SR
Gross written premiums 278,560,419 219,997,528
Movement in provision for unearned premiums (33,348,393) (34,029,420)
Gross insurance premium revenue 245,212,026 185,968,108
Reinsurance premium ceded 124,749,911 67,873,528
Movement in provision for reinsurance share of unearned premiums (43,969,472) (517,334)
Gross insurance premiums ceded to reinsurers 80,780,439 67,356,194
Net earned premiums 164,431,587 118,611,914
22 ZAKAT AND INCOME TAX
ZAKAT
Charge for the year
The zakat charge consists of:
2011 2010
SR SR
Current year provision and charge for the year 1,671,825 1,925,176
Current provision is based on the following:
2011 2010
SR SR
Equity 150,128,147 154,197,687
Non current liabilities 1,490,883 1,274,310
Non current assets (71,287,807) (65,235,067)
Zakat base 80,331,223 90,236,930

The differences between the financial and the zakatable results are mainly due to adjustments for certain disallowances/ claims based on the relevant
fiscal regulations.
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Movements in provision during the year

The movement in the zakat provision for the year was as follows:

At the beginning of the year
Provided during the year
Payments during the year

At the end of the year

INCOME TAX
Charge for the year

Income tax charge consists of:

Current year provision and charge for the year

The movement in the income tax provision for the year was as follows:

Provided during the year
At the end of the year

Status of assessments

2011 2010
SR SR
2,952,367 1,874,476
1,671,825 1,925,176
(915,698) (847,285)
3,708,494 2,952,367
2011 2010
SR SR
203,172 -
2011 2010
SR SR
203,172 -
203,172 -

The Company has submitted its zakat and income tax returns upto the year ended 31 December 2010 and settled zakat and income tax as per return

and obtained the required certificate from the Department of Zakat and Income Tax.
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23 GENERAL AND ADMINISTRATION EXPENSES

a) Insurance operations:

Doubtful debts

Legal and professional fees

Rent expenses

Depreciation

Office supplies

Utilities

Marketing, advertising and promotion
Withholding tax

Training and education

IT expenses

Other expenses

b) Shareholders’ operations:

Employee costs

Other expenses

201 2010
SR SR
7136,728 1,981,412
2,056,868 2,862,050
1,358,509 960,193
1,100,282 913,748
879,318 602,497
860,104 878,294
367,123 150,470
366,698 1,684,906
215,264 431,695
190,876 218,188
550,420 803,885
15,082,190 11,487,338
201 2010
SR SR
1,200,000 1,200,000
423,193 431,572
1,623,193 1,631,572
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24 SEGMENTAL REPORTING

For management purposes, the Company is organized into business segments classified as: Motor, Medical, property and Others. Others include
marine, engineering & casualty. These segments are the basis on which the Company reports its primary segment information.

Consistent with the Company’s internal reporting process, business segment has been approved by management in respect of the Company’s
activities, assets and liabilities as stated below.

Segment results do not include operating and administrative salaries and general and administrative expenses and have been presented under
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unallocated expenses.

Operating segments Medical Motor Property Others Total

For the year ended 31 December 2011 SR SR SR SR SR
Gross written premium 98,541,201 63,415,029 28,452127 88,152,062 278,560,419
Net written premium 53,610,787 62,292,907 3,030,819 34,875,995 153,810,508
Net earned premium 28,964,930 98,936,609 2,839,050 33,690,998 164,431,587
Reinsurance commission 4,372,817 224119 5,482,742 5,115,271 15,194,949
Other underwriting income 9,871 255,648 8,590 36,177 310,286
Net incurred claims (11,950,289) (76,912,470) (1,388,578) (11,024,053) (101,275,390)
Other underwriting expenses (4,726,700) (19,140,017) (4,024,954) (8,910,883) (36,802,554)
Net underwriting income 16,670,629 3,363,889 2,916,850 18,907,510 41,858,878
Other general and administrative

expenses (unallocated) (36,258,331)
Net surplus from insurance operations 5,600,547
Commission income from bank deposits 412,768
Surplus from insurance operations 6,013,315
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Insurance operations assets Medical Motor Property Others Total

As at 31 December 2011 SR SR SR SR SR
Reinsurance share of unearned premiums 32,500,262 - 7,739,543 34,653,297 74,893,102
Reinsurance share of outstanding claims 2,302,186 359,046 7,623,306 11,444,079 21,728,617
Deferred policy acquisition cost 7,683,171 1,853,365 1,200,145 3,022,514 13,759,195
Unallocated assets - - - - 202,282,850
Total assets 42,485,619 2,212,411 16,562,994 49,119,890 312,663,764
Insurance operations' liabilities

Unearned premiums 66,056,780 20,927,627 7,757,742 43,060,886 137,803,035
Outstanding claims 8,832,595 28,592,051 9,789,725 24,243,917 71,458,288
Unearned reinsurance commission 219,998 - 1,921,218 2,719,519 4,860,735
Unallocated liabilities - - - - 98,541,706
Total liabilities 75,109,373 49,519,678 19,468,685 70,024,322 312,663,764
Operating segments Medical Motor Property Others Total

For the year ended 31 December 2010 SR SR SR SR SR

Gross written premium 36,493,256 113,818,388 21,583,700 48,102,184 219,997,528
Net written premium 19,169,280 112,592,826 1,548,784 18,813,110 152,124,000
Net premium earned 17,302,808 81,713,172 1,724,461 17,871,473 118,611,914
Reinsurance commission 2,899,903 245110 5,650,173 5,709,231 14,504,417
Other underwriting income 12,440 25,623 6,115 33,098 77,276
Net claims incurred (11,492,839) (58,452,009) (854,467) (5,600,942) (76,400,257)
Other underwriting expenses (4,522,511) (14,662,047) (2,765,967) (6,328,079) (28,278,604)
Net underwriting income 4,199,801 8,869,849 3,760,315 11,684,781 28,514,746
Other general and administrative

expenses (unallocated) (35,037,637)
Deficit from insurance operations (6,522,891)
Commission income from bank deposit 243,754
Net deficit from insurance operations (6,279,137)

N
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Insurance operations assets Medical Motor Property Others Total

As at 31 December 2010 SR SR SR SR SR
Reinsurers' share of unearned premiums 7,948,180 - 6,062,132 16,913,318 30,923,630
Reinsurers' share of outstanding claims 776,516 344,582 9,054,384 8,218,030 18,393,512
Deferred policy acquisition cost 1,247,931 8,082,888 901,360 3,313,352 13,545,531
Unallocated assets - - - - 149,780,426
Total assets 9,972,627 8,427,470 16,017,876 28,444,700 212,643,099
Insurance operations' liabilities

Unearned premiums 16,858,842 57,148,268 6,187,000 24,260,532 104,454,642
Outstanding claims 5,042,814 24,925,377 12,273,608 15,807,471 58,049,270
Unearned reinsurance commission 2,313,892 - 1,648,218 2,773,319 6,735,429
Unallocated liabilities - - - - 43,403,758
Total liabilities 24,215,548 82,073,645 20,108,826 42,841,322 212,643,099

Geographical segments

All of the significant assets and liabilities of the Company are located in the Kingdom of Saudi Arabia except for some of the reinsurance assets/
liabilities which are held outside the Kingdom of Saudi Arabia.

25 FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable willing parties in an arm’s length
transaction.

Categories of financial instruments

a) Insurance operations:

2011 2010

Financial Assets SR SR
Insurance premium receivables 57,259,911 55,495,567
Reinsurance contract assets 96,621,719 49,317,142
Accrued interest income 111,964 17,422
Cash and cash equivalents 137,715,642 86,240,115

291,709,236 191,070,246
Financial liabilities
Insurance contract liabilities 214,122,058 169,239,341
Reisurance payable 67,465,291 34,720,425
Accrued expenses and other liabilities 8,175,280 7,409,023

289,762,629 211,368,789
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b) Shareholders’ operations:

Financial Assets

Other financial assets
Accrued income
Short term deposits

Cash and cash equivalents

Financial liabilities

Accrued expenses and other liabilities

Saudi United Cooperative Insurance Company (Wala'a)
(A Saudi Joint Stock Company)

2011 2010
SR SR

51,396,722 49,692,750
757,940 674,388
40,000,000 40,000,000
26,272,575 46,085,399
118,427,237 136,452,537
838,903 783,423
838,903 783,423

Financial instruments comprise of financial assets and financial liabilities as have been defined above.

The fair values of financial instruments are carried at cost (note 14), are not materially different from their carrying values. The Company uses the
following hierarchy for determining and disclosing the fair values of available for sale investments as well as advances by a valuation technique:

Level 1: quoted (unadjusted) prices in an active market for identical assets and liabilities:

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or

indirectly; and

Level 3: other techniques which use inputs which have a significant effect on the recorded fair value are not based on observable market

data.

Financial insruments:

As at 31 December 2011

Held to maturity:

Debt securities

Investments available for sale:

Equity securities

Advances towards investments:

Advances towards investments
Loan

Total

Level 1 Level 2 Level 3 Total Fair value
SR SR SR SR
- 6,500,000 - 6,500,000
41,623,644 - 800,000 42,423,644
- - 1,923,078 1,923,078
- - 550,000 550,000
41,623,644 6,500,000 3,273,078 51,396,722
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Financial insruments: Level 1 Level 2 Level 3 Total Fair value
As at 31 December 2010 SR SR SR SR

Held to maturity:

Debt securities - 6,500,000 - 6,500,000

Investments available for sale:

Equity securities 39,969,672 - 800,000 40,769,672

Loans and advances:

Advances towards investments - - 1,923,078 1,923,078
Loan - - 500,000 500,000
Total 39,969,672 6,500,000 3,223,078 49,692,750

During the year, there were no transfers into or out of level 3.

26 RISK MANAGEMENT

This note sets out the major risks our business faces and describes our approach to managing these. It also gives sensitivity analysis around the major
economic and non-economic assumptions that can cause volatility in our earnings and capital requirements.

The Company has established a risk management framework to protect the Company from events that hinder the sustainable achievement of its
performance objectives, including failing to exploit opportunities.

The risks faced by the Company can be categorized as follows:
- Financial risks cover credit risk, liquidity risk, commission rate risk, insurance risk and capital management.

- Strategic risks include issues such as customer, brand, products and markets as well as any risks to our business model arising from changes
in our market and risks arising from mergers and acquisitions.

- Operational risks arise inadequate or failed internal processes, or from people and systems or from external events. Operational risks
include business protection, information technology, people, legal and regulatory compliance.

The risk management framework provides the means to identify, assess, mitigate, manage, monitor and report all of the different types of risks faced
by the Company to provide a single picture of the threats and uncertainties faced and opportunities that exsist. Responsibility for risk management
resides at all levels within the Company with appropriate risk related objectives embedded within performance measurement plans.

The Company recognizes the critical importance of maintaining an efficient and effective risk management framework. To this end, The Company has
an established governance framework, which has the following key elements:

- Defined terms of reference for the Board, its committees, and the associated executive management committees.

- Aclear organizational structure with documented delegated authorities and responsibilities from the Board to Board committees, executive
team and senior management.
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Financial risk

The Company’s principal financial instruments are receivables arising from insurance and reinsurance contracts, cash and cash equivalents and
advances for investments.

The Company does not enter into derivative transactions.

The main risks arising from the Company’s financial instruments are credit risk, liquidity risk, market price risk, commission rate risk and foreign
currency risk. The board reviews and agrees policies for managing each of these risks and they are summarized below.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a financial loss. For
all classes of financial assets held by the Company, the maximum credit risk exposure to the Company is the carrying value of these financial assets
as disclosed in the statement of financial position.

The Company seeks to limit credit risk with respect to agents and brokers by setting credit limits for individual agents and brokers and monitoring
outstanding receivables. Premiums receivable comprise a large number of brokers/customers mainly within Saudi Arabia of which the five largest
brokers/customers account for 42% of the receivables as at 31 December 2011 (2010: 50%).

The Company only enters into insurance and reinsurance contracts with recognised, credit worthy third parties. Receivables from insurance and
reinsurance contracts are monitored on an ongoing basis in order to reduce the company’s exposure to bad debts

The Company'’s bank balances are maintained with a range of international and local banks in accordance with limits set by the board of directors.

The table below provides information regarding the credit risk exposure of the Company by classifying assets according to the Company’s credit
rating of counterparties. Investment grade is considered to be the minimum possible rating issued by internationally recognised rating agencies
that differenciates the investment grade vis a vis non investment grade. Assets that fall outside the range of investment grade are classified as non
investment grade (satisfactory) or past due but not impaired.

Neither past due nor impaired

Non investment Past due but not

Insurance Operations Assets Investment grade grade (satisfactory) impaired Total
As at 31 December 2011 SR SR SR SR
Receivables arising from insurance contracts - 12,495,446 43,629,413 56,124,859
Receivables arising from re-insurance contracts 1,135,052 - - 1,135,052
Reinsurers' share of unexpired risk 74,893,102 - - 74,893,102
Reinsurers' share of outstanding claims 21,728,617 - - 21,728,617
Cash and cash equivalents 137,680,758 34,884 - 137,715,642
Accrued interest income - 111,964 - 111,964

235,437,529 12,642,294 43,629,413 291,709,236

Wala'a <lJg

51

Annual Report 2011



'y

=

%)
N

Saudi United Cooperative Insurance Company (Wala'a)

(A Saudi Joint Stock Company)

Insurance Operations Assets

As at 31 December 2010

Receivables arising from insurance contracts
Receivables arising from re-insurance contracts
Reinsurers' share of unexpired risk

Reinsurers' share of outstanding claims

Cash and cash equivalents

Accrued interest income

Due from shareholders

Shareholders’ Assets

As at 31 December 2011

Statutory deposit
Other financial assets
Short term deposits
Accrued interest income

Cash and cash equivalents

Shareholders’ Assets

As at 31 December 2010

Statutory deposit
Other financial assets
Short term deposits
Accrued interest income

Cash and cash equivalents

Annual Report 2011

Neither past due nor impaired

Non investment Past due but not
Investment grade grade (satisfactory) impaired Total
SR SR SR SR
- 15,094,521 36,154,260 51,248,781
4,246,786 - - 4,246,786
30,923,630 - - 30,923,630
18,393,512 - - 18,393,512
86,208,128 31,987 - 86,240,115
- 17,422 - 17,422
2,588,600 - - 2,588,600
142,360,656 15,143,930 36,154,260 193,658,846
Neither past due nor impaired
Non investment Past due but not
Investment grade grade (satisfactory) impaired Total
SR SR SR SR
20,000,000 - - 20,000,000
51,396,722 - - 51,396,722
40,000,000 - - 40,000,000
757,940 - - 757,940
26,272,575 - - 26,272,575
138,427,237 - - 138,427,237
Neither past due nor impaired
Non investment Past due but not
Investment grade grade (satisfactory) impaired Total
SR SR SR SR
20,000,000 - - 20,000,000
49,692,750 - - 49,692,750
40,000,000 - - 40,000,000
674,388 - - 674,388
46,085,399 - - 46,085,399
156,452,537 - - 156,452,537
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Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its commitments associated with insurance contracts and financial liabilities as
they fall due.

Liquidity requirements are monitored on a monthly basis and management ensures that sufficient liquid funds are available to meet any commitments
as they arise.

The deposits held by the Company at the reporting date had original maturity periods not exceeding six months; furthermore, the commitments (in
the ordinary course of the business) at the period end are not material.

All financial liabilities are contractually payable within a year’s time and are non special commission bearing.

The table below shows an analysis of financial assets and liabilities according to when they are expected to be recovered or settled.

Less than 12 More than 12 Total

INSURANCE OPERATIONS FINANCIAL ASSETS months months

As at 31 December 2011 SR SR SR
Insurance premium receivable 57,259,911 - 57,259,911
Reinsurance contract assets 96,621,719 - 96,621,719
Accrued interest income 111,964 - 111,964
Cash and cash equivalents 137,715,642 - 137,715,642
TOTAL INSURANCE OPERATIONS FINANCIAL ASSETS 291,709,236 = 291,709,236
INSURANCE OPERATIONS FINANCIAL

LIABILITIES

Reinsurance payables 67,465,291 = 67,465,291
Accrued expenses and other liabilities 8,175,280 - 8,175,280
Insurance contract liabilities 214,122,058 - 214,122,058
TOTAL INSURANCE OPERATIONS FINANCIAL LIABILITIES 289,762,629 - 289,762,629
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INSURANCE OPERATIONS FINANCIAL ASSETS
As at 31 December 2010

Insurance premium receivable
Reinsurance contract assets
Accrued interest income

Cash and cash equivalents

TOTAL INSURANCE OPERATIONS FINANCIAL ASSETS

INSURANCE OPERATIONS FINANCIAL LIABILITIES
Reinsurance payables
Accrued expenses and other liabilities

Insurance contract liabilities

TOTAL INSURANCE OPERATIONS FINANCIAL LIABILITIES

SHAREHOLDERS’ FINANCIAL ASSETS
As at 31 December 2011

Statutory deposit

Accrued interest income

Short term deposits

Cash and cash equivalents

Other financial assets

TOTAL SHAREHOLDERS' FINANCIAL ASSETS
SHAREHOLDERS' FINANCIAL LIABILITIES
SHAREHOLDERS' FINANCIAL LIABILITIES
Accrued expenses and other liabilities

TOTAL SHAREHOLDERS' FINANCIAL LIABILITIES

Annual Report 2011

Less than 12 More than 12
months months Total
SR SR SR
55,495,567 - 55,495,567
62,862,673 - 62,862,673
17,422 - 17,422
86,240,115 - 86,240,115
204,615,777 - 204,615,777
34,720,425 - 34,720,425
7,409,023 - 7,409,023
169,239,341 - 169,239,341
211,368,789 - 211,368,789
Less than 12 More than 12
months months Total
SR SR SR

- 20,000,000 20,000,000
757,940 - 757,940
40,000,000 - 40,000,000
26,272,575 - 26,272,575
44,896,722 6,500,000 51,396,722
111,927,237 26,500,000 138,427,237
838,903 - 838,903
838,903 - 838,903
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Less than 12 More than 12 Total
SHAREHOLDERS’ FINANCIAL ASSETS months months
As at 31 December 2010 SR SR SR
Statutory deposit - 20,000,000 20,000,000
Accrued interest income 674,388 - 674,388
Short term deposits 40,000,000 - 40,000,000
Cash and cash equivalents 46,085,399 - 46,085,399
Otbher financial assets 43,192,750 6,500,000 49,692,750
TOTAL SHAREHOLDERS' FINANCIAL ASSETS 129,952,537 26,500,000 156,452,537
SHAREHOLDERS' FINANCIAL LIABILITIES
Accrued expenses and other liabilities 783,423 - 783,423
TOTAL SHAREHOLDERS' FINANCIAL LIABILITIES 783,423 - 783,423

Market price risk

Market price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices, whether those changes are
caused by factors specific to the individual security, or its issuer, or factors affecting all securities traded in the market.

The Company limits market risk by maintaining a diversified portfolio and by monitoring developments in equity markets. The Company does not
have any significant market risk.

Commission rate risk

Commission rate risk arises from the possibility that changes in commission rates will affect future profitability or the fair values of financial
instruments. The Company is exposed to commission rate risk on certain of its cash and balances with banks. The Company limits commission rate
risk by monitoring changes in commission rates in the currencies in which its cash and investments are denominated. The effective commission rate
at the year end was 0.83% (2010: 0.77%).

All commission bearing financial instruments as at the year end have a maturity of less than 1 year except for bond investment held to maturity.

The sensitivity of the statement of the shareholders’ operations is the approximate effect of the assumed changes in commission rates on the
Company’s loss for the year, based on the floating rate financial assets held at 31 December 2011.

The sensitivity of the statement of shareholders’ operations to a decrease in commission rate of 10 basis points (reasonably possible changes), with
all other variables held constant, will have an effect of decrease in profits by SR 0.14 million (2010: increase in loss by SR 0.15 million).

Foreign currency risk
Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.

Management believes that there is minimal risk of significant losses due to exchange rate fluctuations and consequently the Company does not
hedge its foreign currency exposure.
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Insurance risk

Insurance risk is the risk that actual claims payable to policy holders in respect of insured events exceed the carrying amount of insurance liabilities.
This could occur because the frequency or amounts of claims are more than expected.

Insurance risk in the Company arises from:

- Fluctuations in the timing, frequency and severity of claims and claim settlements relative to expectations.
- Inaccurate pricing of risks or inappropriate underwriting of risks when underwritten.

- Inadequate reinsurance protection.

- Inadequate reserve.

The Company only underwrites insurance business of a short tail nature such as motor, medical, property and others which includes engineering,
casualty cover, fire, accident, marine cargo risks. The Company underwriting strategy and appetite is agreed by the Board of Directors and
communicated via specific policy statements and guidelines. The Company’s insurance business is managed and priced at head office level.

CONCENTRATION OF INSURANCE CONTRACT

LIABILITIES BY TYPE OF CONTRACT: Gross Reinsurers’ share Net

As at 31 December 2011 SR SR SR
Medical 74,889,378 (34,802,451) 40,086,927
Motor 49,519,678 (359,046) 49,160,632
Property 17,547,467 (15,362,849) 2,184,618
Others 67,304,800 (46,097,373) 21,207,427
Total 209,261,323 (96,621,719) 112,639,604
CONCENTRATION OF INSURANCE CONTRACT — e e Net
LIABILITIES BY TYPE OF CONTRACT:

As at 31 December 2010 SR SR SR
Medical 21,901,656 (8,724,696) 13,176,960
Motor 82,073,645 (344,582) 81,729,063
Property 18,460,608 (15,116,516) 3,344,092
Others 40,068,003 (25,131,348) 14,936,655
Total 162,503,912 (49,317142) 113,186,770
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Management of insurance risks

Significant insurance risks will be reported through the Company risk management framework. The Company undertakes a quarterly review of their
insurance risks of all lines of business, the output from which is a key input into the risk-based capital assessment.

The Executive Team monitors and develops the management of insurance risk in the insurance business, and assesses the aggregate risk exposure.
It is responsible for the development, implementation, and review of the Company policies for underwriting, claims, reinsurance and reserving that
operates within the Company risk management framework.

Insurance claims reserving

Actuarial claims reserving is conducted by in house actuary in the various lines of insurance business according to the Insurance Reserving policy.
The Executive Team monitors and maintains the Insurance Reserving policy, and conducts quarterly reviews of the Company’s insurance claims
provisions, and their adequacy. The reviews include peer reviews of own conclusions as well as independent analysis to confirm the reasonableness of
the inhouse actuarial reviews. The Company also has periodic external reviews by local consultant actuaries.

Frequency and amounts of claims

The frequency and amounts of claims can be affected by several factors. The Company underwrites mainly motor, medical and others which include
marine, engineering, fire, casualty risks. These are regarded as short term insurance contracts as claims are normally reported and settled within one
year of the insured event taking place. This helps to mitigate insurance risk.

Reinsurance strategy

In order to minimize financial exposure arising from large claims, the Company, in the normal course of business, enters into contracts with other
parties for reinsurance purposes. Such reinsurance arrangements provide for greater diversification of business risks allow management to control
exposure to potential losses arising from large risks, and provide additional capacity for growth. A significant portion of the reinsurance is affected
under treaty, facultative and excess of loss reinsuarance contracts.

Significant reinsurance purchases are reviewed annually by Executive Team to verify that the levels of protection being bought reflect any
developments in exposure and the risk appetite of the Company. Reinsurance purchases must be in line with the strategy set out in our Company’s
Reinsurance policy manual approved by the Board of directors.

To minimise its exposure to significant losses from reinsurer insolvencies, the Company evaluates the financial condition of its reinsurers. The
reinsurance is placed with providers who meet the Company’s counterparty security requirements and deals with reinsurers approved by the board
of directors. Currently, the Company principally reinsures in the panel of reinsurers headed by Hanover Re. The largest five reinsurers account for 76%
of the maximum credit exposure at 31 December 2011 (2010: 66%):

Medical
Medical insurance is designed to compensate contract holders for expenses incurred in the treatment of a disease, illness or injury.

For medical insurance, the main risks are illness and related healthcare costs. Medical insurance is generally offered to corporate customers with large
population to be covered under the policy.

Motor

Motor insurance is designed to compensate contract holders for damage suffered to their vehicles or liability to third parties arising through accidents.
Contract holders could also receive compensation for the fire or theft of their vehicles.

For motor contracts the main risks are claims for death and bodily injury and the replacement or repair of vehicles. Substantially all of the motor
contracts relate to corporate customers. The Company has reinsurance cover to limit losses for any individual claim upto SR 1 million.

The level of court awards for deaths and to injured parties and the replacement costs of, and repairs to, motor vehicles are the key factors that
influence the level of claims.
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Property

Property insurance is designed to compensate contract holders for damage suffered to properties or for the value of property lost. Contract holders
could also receive compensation for the loss of earnings caused by the inability to use the insured properties.

For property insurance contracts, the main risks are fire and business interruption. The Company has only underwritten policies for properties
containing fire detection equipment.

These contracts are underwritten to the replacement value of the properties and contents insured. The cost of rebuilding properties and obtaining
replacement contents and the time taken to restart operations which leads to business interruptions are the main factors that influence the level of
claims. The Company has reinsurance cover for such exposure to limit losses for any individual claim upto SR 2 million.

Casualty

Casualty insurance primarily consists of risks taken for money, fidelity, workmen compensation, general public liability, engineering, etc and
is designed to compensate contract holders for damage suffered to them or others, arising through accidents, thefts, etc. Substantially all of the
casualty contracts relate to corporate customers.

The Company has reinsurance cover to limit losses for any individual claim upto SR 1 million.

Marine cargo

Marine cargo insurance is designed to compensate contract holders for damage and liability arising through loss or damage to marine craft and
accidents at sea resulting in the total or partial loss of cargoes.

For marine cargo insurance the main risks are loss or damage to marine craft and accidents resulting in the total or partial loss of cargoes.

The underwriting strategy for the marine class of business is to ensure that policies are well diversified in terms of vessels and shipping routes covered.
The Company has reinsurance cover to limit losses for any individual claim upto SR 2 million.

Capital management

The primary objective of the Company’s capital management is to ensure that it maintains healthy capital ratios in order to support its business and
maximize shareholders’ value.

The Company manages its capital structure and makes changes to it in light of changes in business conditions. No changes were made in the
objectives, policies or processes during the year. Shareholders’ equity comprises share capital and accumulated losses.

Strategic risk

We are exposed to a number of strategic risks. Our strategy needs to support our vision, purpose and objectives and be respective to both the external
and internal environment, for example, changes in the competitive landscape, customer behaviour, regulatory changes and merger and acquisition
opportunities. Strategic risk is explicitly considered throughout our strategic review and planning process. Developments are assessed during our
quarterly performance management process where all aspects of our risk profile are considered.

We closely monitor regulatory, legal and fiscal developments as well as actively engaging with external bodies to share the benefit of our expertise in
supporting responses to emerging risks to challenge developments that could be damaging to our business and the industry as a whole.

Operational risk

Operational risk is the risk of loss, arising from inadequate or failed internal processes, or from people and systems, or from external events.
Operational risks include business protection, information technology, people, legal and regulatory compliance risks.
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Operational risk management

We process a large number of transactions across diverse line of business products, and are highly dependent on the proper functioning of information
technology and communications systems. We are partially reliant on the operational processing performance of our outsourced partners including
certain servicing and IT functions. Significant resources are devoted to maintaining efficient and effective operations within our framework of
corporate responsibility, policies and business ethics code.

Our businesses are primarily responsible for identifying and managing operational risks in line with minimum standards of control set out in our
policies. Each operational risk is assessed by considering the potential impact and the probability of the event occurring. Impact assessments are
considered against financial, operational and reputation criteria.

Business management teams must be satisfied that all material risks falling outside our risk appetite are being mitigated, monitored and reported to
an appropriate level. Any risks with a high potential impact level are monitored centrally on a regular basis.

The Company Executive Team oversees aggregate operational risk exposure and reports to the Board. It makes recommendations on the risk appetite
that the Company can work within for operational risk, assesses and monitors overall operational risk exposures, identifying any concentrations of
operational risk and in particular verifies that mitigating action plans are implemented. The Executive Team focuses on specific areas of strategic and
operational risk including customer, business protection, IT, People, legal and regulatory compliance.

Regulatory risk

The operations of the Company are subject to local regulatory requirements within the jurisdictions where it is incorporated. Such regulations not
only prescribe approval and monitoring of activities but also impose certain restrictive provisions to minimise the risk of default and insolvency on
the part of the insurance companies and to enable them to meet unforeseen liabilities as these arise. The Company management and compliance
officer ensures compliance with all regulatory requirements and timely initiate update for regulatory changes and enable the Company to remain in
compliance with regulatory changes.

27 EARNINGS/ (LOSS) PER SHARE

Earnings/ (loss) per share from shareholders’ operations is calculated by dividing net income/ loss for the year by weighted average number of
ordinary shares outstanding during the year.

Earnings/ (loss) per share from shareholders’ comprehensive operations is calculated by dividing total comprehensive income/ (loss) for the year by
weighted average number of ordinary shares outstanding during the year.

28 CONTINGENCIES

During 2010, one of the affiliate’s shareholder filed a law suit of SR'40 million against the Company and three affiliate shareholders, claiming his share
of goodwill as a result of run-off of affiliate’s insurance business and the establishment of a new Company. Management believes that the outcome
of this case in plaintiff favor is remote as there is no valid base for this case, accordingly no provision has been made.

During the year, one of the Company’s agents filed a law suit of SR 74.7 million against the Company towards unsubstantiated amounts and alleged
damages as a result of breach of agreement. Management believes that the outcome of this case in plaintiff favour is remote as there is no valid base
for this case, accordingly no provision has been made.

29 APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements have been approved by the Board of Directors on 22 Rabi’ | 1433 H corresponding to 14 February 2012.
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